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REPORT ON THE DRY BATTERY INDUSTRY 


1. The application of the dry battery industry for protection and 
assistance was referred to the Tariff Board for 
Reference to tne Board investigation and report by the Commerce De¬ 
partment of the Government, of India in their Resolution No. 218-T (55) j 
45, dated the 12th Octobe r 1946, r ead with paragaphs 2 and 7 of the Com¬ 
merce Department Resolution No. 218-T (55)|45, dated the 3rd Novem¬ 
ber ‘1945. Initiative for the reference of the case to the Board was 
taken try*Messrs. Estrela Batteries, Ltd., Bombay, who. applied, in their 
letter No. M.372, dated the 1st June 1946, to the Commerce Depart¬ 
ment of the Government of India, asking for protection of the industry. 
The main grounds urged by the applicants in support of their claim 
for protection are :— 


(i) the industry is essential to the defence and civilian require¬ 
ments of the country both in war and in peace, as proved by the ex¬ 
perience of the war just ended ; 

(ii) the industry enjoys natural advantages in regard to produc¬ 
tion and marketing ; 

(jii) the industry will be able to carry on successfully without 
protection or State assistance after an initial period of protection ; 
and 

(iv) the industry was expanded in wartime with the specific en¬ 
couragement of the Central Government. 

The request of Estrelas has been supported by the Mahratta Cham¬ 
ber of Commerce and Industries, Poona, vide its letter, dated the 11th 
November 1946. 

2. Under the terms of reference contained in the Resolution, dated 
Terms of ttfeteaeo to the 3rd November 1945, the Board has to satisfy 
the Board. itself— 


(1) that the industry is established on sound business lines ; and 

(2) (a) that, having regard to the natural or economic advantages 
enjoyed by the industry and its actual or probable costs, it is likely 
within a reasonable time to develop sufficiently to be able to carry 
on successfully without protection or State assistance ; or 

(b) that it is an industry to which it is desirable in tho national 
interest to grant protection or assistance and that the probable cost 
of such protection or assistance to the community is not excessive. 

Where a claim to protection or assistance is found to be establish¬ 
ed, i.e. if condition (1) and condition 2(a) or (b) are satisfied, the 
Board may recommend— 

(i) whether, at what rate and in respect of what articles, or class 
or description of articles, a protective duty should be imposed ; 

(ii) what additional or alternative measures should be taken to 
protect or assist the industry ; and 

' (iii) for what period, not exceeding three years, the tariff or other 
measures recommended should remain in force. 
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J-ti making i s recommendations the Board has to give due weight to 
the interests of the consumer in the light of the prevailing conditions 
and also consider how tlie recommendations affect, industries using the 
articles in respect of which protection is to be granted. 


3. The Board issued, a press communique on Oclolnr 18 li)40, Licir- 
M ethed c? inquiry. * ri S persons associated with this industry, in¬ 

cluding producers, importers and consumers, who 
wished their views to be considered, to submit their representations to 
the Board. Provincial Governments and Administrations were also 
addressed for their views on the application for protection. Lists of 
persons, associations or firms to whom our detailed questionnaires were 
issued and from whom replies or memoranda were received will be found 
in Appendix I. Mr. C. 0. Desai and Dr. 11. L. Dey, Members of 
the Board, visited the Eslrela Works at Bombay on the 18th April 1947. 
The Technical Adviser attached to the Board visited the same factory 
on the 13th March 1947, and the Cost Accounts Officer and the Deputy 
Secretary to the Beard on the 11th April 1947. The factory of Messrs. 
Ba'roda Batteries, Ltd., Baroda, was visited by the Technical Adviser 


and the Cost Accounts Officer in connection with this inquiry on May 4, 
1947. Oral evidence of producers, consumers and importers was taken 
at Ootaeamund on the 9th and 10ih June 1947. A list of the witnesses 
examined is given in Appendix II. 

4. Tlie first factory for the manufacture of dry batteries in India 

. .. , was set up by the Ever-ready Company of 

^•s^cyo3f.meux.es,is. iL K in 1926 at Cossipore, Calcutta.’ The 

factory was later acquired by the National Carbon Co., of TJ.S.A. in 
193:6. For some time production continued in the old factory, but a 
cotuplctely new plant was installed in 1941 with a very much larger 
output. Estrelas were the first Indian firm to undertake production of 
dry batteries. They actually commenced production in 1936 under the 
name of Jeseo Chemical and Allied Industries, but they did not make 
much headway. The firm was then reorganised under the name of 
Messrs. Estrela Batteries, Ltd., and registered as a public limited com¬ 


pany by the’end of 1939. They manufacture mainly dry batteries, the 
production of storage batteries being one of their side activities. The 
pre-war capacity, as well as production, of the Indian industry was 
roughly 18 million cells per annum. During the war period, the demand 
for batteries from the defence services increased considerably and was 
met almost wholly from indigenous production which had to be expanded 
very substantially. In 1942 the factory of the National Carbon Com¬ 
pany was placed under the statutory control of the Director-General of 
Munitions Production and its production was expanded by putting up 
new assembly lines and by working longer hours. Similarly, Estrelas 
•were also brought under Government control and their entire output 
was taken over by Government. Government assisted Estrelas in pro¬ 
curing a completely new plant and erecting the same at a new site in 
Bombay in order to meet the very heavy demand forecast by the defence 
services. The war, however, came to an end before the factory was 
fully established ; and, in fact, it is only recently (January 1947) that 
production has commenced in the new factory of this firm. Even now, 
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all (he machinery has not been received or installed, some having been lost 
in transit on (he way, and the work of construction and completion of 
the plant is still in progress. There are also some other firms produc¬ 
ing, or having machinery to produce, dry batteries on a small scale, at 
Baroda, Bangalore and Lahore, but the bulk of the production comes 
from. National Carbon in Calcutta and Estrelas in Bombay. The capa¬ 
city of the Indian industry has been expanded from 18 million cells per 
year before the war to 182 million cells per year now. Both National 
Carbon and Estrehis have under consideration plans for expansion and 
installation of some additional automatic machinery which would still 
further raise their output as also the total Indian production. A coln- 
pletc list, of the known producers of dry batteries with the productive 
capacity as declared by them and with the actual output during a period 
of twelve months is given in Appendix III. The,, magnitude of tbe 
industry, as it stands today, can be judged from the following facts 

(a) capital of roughly Rs. 88 lakhs is employed in it ; 

(b) the value of the goods produced per year amounts to nearly 

Rs. 180 lakhs ; and 

(c) it employs 2,560 workers. 

5. Dry cells and batteries are of several kinds and are used main. 

Uses. ly for the following purposes :— 

(1) Civil : 

(a) flash lights ; 

(b) radio sets ; 

(c) electrical appliances and medical instruments ; and 

(d) posts and telegraphic equipment. 

(2) Military 

(a) Army and Navy signalling ; 

(b) field telephones ; 

(c) army operational radio sets ; and 

(d) aircraft communication sets and instruments. 

Dry batteries consist of one or more cells connected, in series and|or 
parallel, to give the required voltage and current. The number of sizes 
of individual cells is only about half a dozen, but there is a very large 
number of different types of batteries consisting of different combina¬ 
tions of various cells. The voltage of a unit cell is 1.5 volts and the 
output, of the current depends on the size of the cell. Basically, dry 
batteries are consumers stores. In peacetime, by far the greater per¬ 
centage of cells manufactured are used in torches and flashlights. The 
industry laid special stress on the fact that a dry battery is a household 
article, the use of which is becoming increasingly popular in rural areas. 
In war-time dry cells are assembled and made into all kinds of batteries 
required by the defence services, especially in communications and signal¬ 
ling. 

6. A dry cell comprises mainly three components, viz., (i) dolly 

Raw materials. material, (ii) electrolyte material and (iiD 

containers, caps and connecting strips. The dolly materials are mang- 
LS219CD 
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anese dioxide (natural and artificial used as depolariser, graphite (na¬ 
tural and artifice!) used as electrical conductor,, carbon, rod as electrode, 
aud acetylene soot or lamp-black as porosity agents. Electrolyte materials 
consist of chlorides of ammonium, zinc, calcium, magnesium, and mer¬ 
cury, of high purity, used singly or in combination, antd wheat flour and 
starch as gelatinising agents. Containers, caps, and connecting strips 
are made from zinc and brass sheets. Solder flux, scaling compound, 
wrapping cloth, cotton thread, and cardboards are the other accessories. 
The quantities of raw materials required in the manufacture of, say, 
1000 standard cells (1.5 volts and 1-3]8-in. X 2-3|8-in.), according to 
Estrelas, are as follows :— 


Serial 

No. 

Raw material. 

Unit. 

Estimate of 
Estrt: T as 

Estimate of a : research 
worker of the Council of 
Scientific and Industrial 
Research. 



Lbs. 




1 

•Manganese dioxide 


33 ( 

8. African) 

00 (Indian) 




33 (Indian) 

7-10 (Artificial) 

2 

•Orapbito (natural) 

»> 

10 5) 

17-20 (graphite and/or 


Do. (artificial) 


4-95 

r 

lampblack) 

3 

•Lampblack 

f 

1.98 j 



4 

•Carbon 

Pos. 

1000 


1000 

6 

•Zino sheets 

Lbs. 

42 


‘ 

55 

6 

•Ammonium chloride 

M 

20-02 


15-20 

7 

•Zino Oxido 


11 



8 

•Zino ohlorido 

.. 

1-87 


4 5 

9 

•Caloimn ohloride 


0-33 


1 

10 

•Meroury chloride 

»; 

0-088 


0-5 

11 

Wheat flour 

rw 

3-06 


3-4 

12 

•Brass oaps, 8 mm 

Lb. 

0-7 


2 

13 

Voile cloth (46" wide) 

Yards 

6 



14 

Yarn (3/20’s) 

Lbs. 

0-5 



16 

Paraffin wax 


2 1 



10 

Rosin 

»» 

3-8 







y 

10 —15 

17 

MexpKalt 

,, 

3-5 



18 

Barytes 

” 

6 _ 



19 

Ltmo .. 

Lb. 

0-2 



20 

•Solder 

Lbs, 

1-6 



21 

Distilled water .. 




26 

22 

Paper ofvarious-sizes and 






. specifications 





28 

Packing material 


1 




•(Implies imported raw material.) 
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In, the statement above, we also give the quantities of raw materials that 
should be used in the manufacture «f 1000 standard -cells according t* 
a research worker of the (louiieil of Scientific and Industrial Research* 
who has carried out exhaustive work on the subject, including the eocno- 
pliqsmf the industry. It will be observed that the raw materials re- 
'qnirefr at ‘present to be imported for the production of dry cells in India 
are many and important ; but, firstly, this. is also the position of the 
dry battery industry in certain other countries where the industry has 
been situated end is being protected, e.y., Australia, and, secondly, de¬ 
pendence on imported raw materials will diminish as production of 
batteries is expanded in Inula and research on the indigenous raw mate¬ 
rials is intensified alongside the progress of this industry. In this con¬ 
nection, it is interesting to note that Messrs. Baroda Batteries, Ltd., 
are not using any imported manganese dioxide, which is one of the most 
^ important raw' materials for this industry, but employ, as depolamer, 
"tfebivated manganese dioxide, processed by .themselves from indigenous 
ore.' India is, of course, one of the leading countries producing man¬ 
ganese ore. Some 20 samples of Indian ores from various mining dis¬ 
tricts were examined under the aegis of the Industrial Research Bureau 
for their efficiency as dry cell depolarisers and compared with foreign 
ores, and about half a dozen have been found to be quite satisfactory. 
The use of the Indian manganese dioxide can, therefore, be commended 
to the manufacturers of dry batteries and dry cells in India. Some of 
the manufacturers stated that they agreed with this suggestion provided 
that rosearch was continued with a view to securing still better results. 

' The Council of Scientific and Industrial Research would, it was stated, 

: be the proper body to undertake and continue this research. Mr. Farrell 
of National Carbon revealed that his factory was also experimenting on 
a number of samples of Indian ores but his conclusion was that unless 
proper milling or grinding machinery was installed, the Indian ore could 
not be used and could not replace the American material. Similarly, 
carbon electrodes, which are at present imported, can, and are likely 
to, be manufactured from raw materials available iu the country in the 
near future. Estrelas are putting up a carbon electrode plant in order 
to reduce their costs. According to Mr. Joglekar of the C.S.I.R., the 
Indian graphite could be processed and de-ashed and made suitable for use 
in the Indian battery industry. Some factories have endeavoured to use 
indigenously rolled zinc but this has not proved satisfactory. Estrelas 
are putting up a plant, for the rolling of zinc and extrusion of zinc cans 
which should give satisfactory results in regard to both the quality of 
cells and the quantity of production. We have tried to work out roughly 
the percentage of value of indigenous and imported raw materials in, 
the case of Estrelas, and the figures arc as follows :— 

Raw materials imported, .. .. 71 per cent. 

Raw materials indigenous .. .. 29 per cent. 

The corresponding Australian figures taken from the Australian Tariff 
Board report on dry batteries, dated 3rd November 1930 are given below 
for purposes of comparison :— 

Raw materials imported .. . . 52 per cent. 

Raw' materials indigenous .. .. 48 per cent. 
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We found t'feat-National Carbon were importing a yet larger proportion 
of raw materials and justified this action on the ground that they would 
not in any case like their quality to suffer as a result of their using 
Indian ' materials. Their proportion of imported materials is stated to 
be'something* like 85 per cent, as compared with 71 per, cent, in the case 
of Estrelas. Mr. Farrell explained that his firm was anxious to use 
Indian materials and was experimenting on them, but had. eo far not; 
been successful in replacing imported raw materials. He stressed that 
utilisation of Indian raw materials was desirable from Ihe point of view 
of both economy and self-sufficiency. 

7. Manganese dioxide, graphite and lampblack are mixed in ro,tat- 

p ing drums and the mixture is wetted with a small 

roce3a ' quantity of electrolyte and is pressed into dollies 

of required sizes with carbon electrodes in the centre. Each dolly is 
wrapped with gauze cloth and tied with thread. The dollies are inserted 
into individual zinc cans, wherein parafinned star-shaped cardboard is 
previously inserted at the bottom in order to insulate the dolly from 
the zinc can. Electrolyte containing starch is then poured into the cans 
up to the required level and is gelatinised by heating. The sealing com¬ 
pound is poured into the container with the help of a washer. The 
carbon protrusion on the top is thereafter mounted with a brass cap. 
The cell is now ready, with capped carbon as the positive pole, and the 
zinc can as the negative pole. The cell is finally wrapped with a paper 
tube and labelled. Iligh tension batteries are made by soldering the 
cells in series, i.e., the positive of one cell to the negative of the other, the 
number of cells so connected depending upon the voltage required. The 
whole block is wrapped with insulating paper and the top portion is sealed 
with a sealing compound. Estrelas are at present using rolled zinc cans, 
but when their extrusion plant is installed, extruded zinc cans will be 
employed. They are also experimenting on the elimination of the wrap¬ 
ping of dollies and the development of a special type of layer-built battery 
which is now coming into vogue. Except National Carbou, the other 
producers are using machinery and processes involving manual handling, 
the result of which is both to raise costs and to lower quality ; they are, 
however, contemplating to substitute the present equipment by automatic 
machinery, and when this is effected, the industry should, be in a much 
more favourable position to meet competition from abroad and to over¬ 
come prejudice against the locally-made battery. 

8. The pre-war Indian demand of dry cells can be determined by 

, _ . , adding the local production of 18 million 

Estimated Indian demand. ce jj g at time to the figures of imports. The 

import figures unfortunately are available in terms of value rather than 
of cells. Taking the number of cells roughly at 10 for a rupee in prewar 
days, which ratio was agreed to at the public inquiry, and taking the 
prewar annual import value at approximately 22 lakhs, the total quantity 
of dry cells imported can be estimated at roughly 22 million per annum. 
The total prewar Indian demand is thus estimated at approximately 
40 million cells per annum. During the last three years, the annual con¬ 
sumption was practically the same as the quantity produced in the 
.country, the imports of dry cells into India being negligible. In 1944, 
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the production and, therefore, tiie home consumption was 101 million cells 
approximately '80 per cent, of which was taken by the defence services 
only. As for the future demand, the different interests present at the 
public inquiry agreed that regard being had to the general rise in the 
standard of living and greater industrialisation, the estimate towards 
the end of the next three years may be put at 150 million cells per 
annum valued at about Ks. 25.0 lakhs'. The Government demands declined 
from 80 per cent, in 11)44 to 40 per cent, in 1946, and this proportion of 
the State demand will further decrease as, on the one hand, the Govern¬ 
ment requirements drop to peace time levels, and, on the other, consump¬ 
tion by the civilian population increases pari, passu with the progress, 
industrialisation and general development of the country. It is report¬ 
ed that at. present the proportion of Government to civil requirements is 
25 to 75, but there is a possibility of the Government offtake rising to 30 
per cent, due to the Defence Department requirements going up, as men¬ 
tioned by the representative of the Director General of Industries and 
Supplies present at the inquiry. The Committee appointed by the Bom¬ 
bay Government to go into the possibilities of industrial development in 
that province, estimated the Indian requirements of dry cells at 500 million 
cells per year for the next five years, but this is regarded by us as a gross 
•over-estimate. 

' 9. As stated before, the total pre-war domestic production was to the 

extent of about 18 million cells per annum. 

Domestic production. With t ] le production of the National Carbon Com¬ 
pany, Calcutta, with their new plant and with the expansion of Estrelas, 
the total production rose in 1944 to 101 million, National Carbon being 
responsible for over 75 million and Estrelas for about 26 million. The 
total production in 1946 was 87.97 million cells, made up by the National 
Carbon output of 71.1 million, the Estrela output of 16.25 million and 
the Baroda Batteries output of aproximately of 0.32 million cells. The 
production in the first four months of 1947 is National Carbon 26.02 
million, Estrela 5.46 million and Baroda Batteries 0.04 million, total 
31.52 million cells. If this rate of production is maintained, the total 
output in 1947 should be 94.56 million cells, which is a definite improve¬ 
ment on the production achieved iu 1946. The total rated capacity of 
the Indian industry is very much more, being 132 million eells at present. 
This capacity is expected to rise to 142 million cells by the end of 1947 
and 185 millions cells by the end of 1948. The break-up of these estimated 
capacities is given below :— 



Existing 

Capacity by 

Capacity by 


capacity 
(In million 
cells.) 

end of 1947. 
(In million 
cells). 

end of 1948. 
(In million 
cells.) 

N. C. C., Calcutta 

100-0 

100-0 

120-0 

Esterla, Bombay 

30-0 

40-0 

40-0 

2-0 

15-0 

5-0 

3-0 

Baroda Batteries, Baroda 

2-0 

2-0 

Jamestone Eng., Bombay 

.. 


Kayceo Industries Ltd., Lahore 
Amco, Bangalore • • 

.. 



132-0 


142-0 


185-0 
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Production is not up to full rated capacity despite demand for the goods 
in the country, because of. difficulties in the supply of raw materials and 
transport. As we have estimated the total annual Indian demand for 
the next three years at 150 million cells, it is clear that the domestic pro¬ 
duction in the same, period is likely to be more than sufficient to 
meet the entire Indian demand under normal conditions and'lhat there 
is even scope for internal competition,'the advantage of which should go 
m the long run to the Indian consumer. These figures also indicate the 
scope for future export iu the ease of this industry. 

10. We consulted a number of firms which have had occasion to use 
Quality of the indige- imported and indigenous cells and also dis- 

nous product. cussed the question of the quality of the indi¬ 

genous product at the public inquiry. The con¬ 
sensus of opinion is that the Indian product compajrcs favourably with 
the imported cells. But in the early days of the Establishment of the 
industry in India, there was cause for complaint. It is agreed that the 
quality has steadily improved and is now almost as I good as that of the 
imported product. Dodge and Seymour, Bombay, in American firm of 
importers say, for instance, that the imported TJ.B.A. battery was 
superior to the indigenous product, but the mannf;; cturing processes of 
the indigenous product have improved to such an extent that the Indian 
made battery now compares favourably with the U.3.A. product. An¬ 
other importer and large consumer of batteries, th 3 Chicago Telephone 
and Radio Company, Ltd., of Bombay says that there were complaints 
about the locally made batteries when they were first manufactured, but 
the quality has steadily improved and that today it comes very near to 
the imported batteries. Eslrelas emphasise that their products are tested 
to British Standard specifications as also to the Indian Army specifica¬ 
tions. The two defects to which attention has beer drawn by some im¬ 
porters and consumers are that the shelf life of the Indian batteries is not 
as good as that of the imported batteries, and 111 at the performance of 
. the Indian batteries is not uniform. One firm of (importers which took 
great, pains in preparing its memorandum for presentation to the Board 
. points out that under different climates and under brdinary storage faci¬ 
lities in the retail shops, the home-made products lack the keeping pro¬ 
perties of the imported batteries. We put these Complaints specifically 
. to the Indian manufacturers. They explained fiat the keeping pro¬ 
perty will improve with better raw materials becoming available in th© 
post-war period. The flaw regarding lack of uniformity in performance 
will disappear with the elimination of manual handling in the prepara¬ 
tion of dollies when automatic machinery is installed. It was agreed 
that the defects were not such as to justify a conclusion that it is not 
possible to make in India dry batteries of comparable quality, or that the 
Indian industry suffers from an inherent handicap on this score. The 
manufacturers concerned will also make every efforjt to remove this cause 
for dissatisfaction and. to put ou the market a prpduct equal to, if not 
better than, the imported product, as production develops, facilities for 
equipment and raw materials improve and more attrition is paid to experi¬ 
ment and research. If the Indian manufacturer prpduces a battery equal 
in quality with the imported one, this particular characteristic of dry 
batteries, i.e., deterioration' on storage, will be an advantage to the Indian 
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industry owing to the shorter lead between the producer and the con¬ 
sumer, and a serious handicap to the imported product. 

VL(a) To determine the measure of protection necessary to safeguard 
Cost oi production and the Indian industry, it is our practice to corn- 
fair selling price. pare the fair selling price of the Indian industry 

with the landed cost of imports of comparable 
goods from ttie principal competing country. Ordinarily, we cost at 
least two factories so that, we are able to compare the two sets of results 
and see. where economies are possible and what should he the minimum 
cost of production of a unit running on economic lines and with more 
than average efficiency. In the present case, we should have costed both 
National Carbon at Calcutta and Estrelas in Bombay, but the former 
refused to afford us the costing facilities on the ground that they were 
not applying for or in need of protection so long as there was a reason¬ 
able revenue duty. Our costing was, therefore, confined to Estrelas in 
Bombay. 

(b) We were told by both the major producers that an economic 
battery manufacturing unit should have a capacity of about 15 million 
colls per year. Estrelas with their capacity for 30 million cells satisfy 
this condition. 

(c) We selected four representative cells for the purpose of costing, 
viz.,— 

(1) standard cell (Estrela type No. 112), 

(2) baby cell (Estrela type No. 113), 

(3) tube battery (Estrela type No. 114), and 

(4) flat battery (Estrela type No. 111). 

0 : f these, the standard cell is the most popular type, accounting for 
about 40 per cent, of the total Estrela production and over 60 per cent, 
of the total imports of dry cells in the country before the war. It has 
been confirmed at the inquiry that the standard cell is the most repre¬ 
sentative type of dry cell for the purpose of this case. 

(cl) The costing carried out by our Cost Accounts Officer pertained 
to the year ending 31st March 1946, as latest complete accounts were 
available for that period. It has been verified that casts for 1946-47 
are about the same as for 1945-46. We based our estimate of cost for 
1947-48 on the results of the year 1945-46, subject to such modifications 
as are required by the fact that although in 1945-46 the output was 17 
million cells, the costing for 1947-48 should take into account production 
of 27 million cells. 

(e) Estrelas did not want the details of cost of production to he in¬ 
cluded in our report which would he published. They have of course 
no objection to the overall figures being included, in the report. (Details 
of cost of production are therefore shown in a separate confidential ap¬ 
pendix (Appendix V.))* 

(f) We discussed the cost of production figures with the representa¬ 
tive of the Company in camera at the public inquiry and have determined 
the fair selling price of the standard cell (Estrela type No. 112) to be 
Bm. 230.25 for a thousand cells. This fair selling price includes cost of 

•Excluded from this report, being confidential. 
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production, profit at 10 per cent, on the block capital, freight disadvan¬ 
tage of Rs. 2-8-0 per thousand cells, and premium for prejudice against 
the Indian product amounting to Rs. 20|- for a thousand cells. We may 
explain that the freight disadvantage has been allowed on the basis of 
half the railway freight between Bombay and Calcutta and for half the 
output of the Company. The Company wanted an allowance of Rs. 5|- 
for a thousand cells, but this was considered by us to be too high. Even 
Rs. 2-8-0 is on the liberal side, but we have agreed to the figure, as wc 
were impressed by the contention of the firm that for building up the 
future market, it must despatch some of the goods even to places as far 
as Calcutta, Madras and Karachi. , Similarly, we have given a fairly 
liberal allowance for premium on prejudice in view of the fact that the 
Indian product does suffer from prejudice, which is common to all new 
enterprises, and that without this allowance, Estrelas will not have a 
chance of standing in competition with imported products with an estab¬ 
lished reputation'. The idea underlying the premium for prejudice is 
that the producer must pass on the benefit of it to the consumer so that 
his product is cheaper than the imported product, thus trying to neutralise 
the preference for the foreign article with the offer of a lower price. 

(g) We could query some items of expenditure such as stationery, 
printing and postage, but we have not done, so, because the effect of any 
such reduction! on the total cost will not be substantial. We, however, 
bring this fact to the notice of the firm so that every effort may he made 
to reduce expenses and to lower costs by the time of the expiry of the 
period of protection which is recommended by us later in the report. 

(h) Working capital has been taken as three months average cost 
of production, and interest has been allowed on it at 4 per cent, per 
annum. On this basis, the interest works out to 1 per cent, on cost. Simi¬ 
larly, we have allowed 10 per cent, on the block capital by way of profit, 
which works out to 1.83 per cent, on cost. 

(i) We must pay a tribute here to the Company’s accounting system. 
The Company has got a well-established cost accounting system and sepa¬ 
rately maintains all the cost data necessary for working out the cost, of 
production of the various types manufactured. Annual reconciliation 
is also effected between the cost and. financial figures. Raw materials are 
issued to production on the basis of a standard formula, which is re¬ 
viewed from time to time. Labour is booked separately in respect of. 
each type of manufacture. Allocation of factory, office and administra¬ 
tion overheads is made to the different types of finished products on the 
basis of factory costs. 

(j) Our estimate of the cost of production for 1947-48 takes into 
account production mostly with the old machinery. Wc have not been 
able to ascertain the cost of production as it would be when the automatic 
machinery is in use. The new machinery is not likely to he in full pro¬ 
duction before July 1948, if the present time table is. adhered to. It is 
clear that we shall not have reliable cost data before early 1949 in respect 
of the new plant. The cost of production should go down when the 
new plant is in full working order and is operating under optimum con¬ 
ditions. There should therefore be a fresh costing some time in 1949 
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with a view to determining what the protection should bo after 1st April 
1949. 

(k) For the purpose of determining protection the fair selling price 
of the Indian product will be taken to be Its. 230.25 per thousand standard 
cells. National Carbon’s ex-faetorv prices are Rs. 185 per thousand 
standard eel’s, but we have based the case for protection on the cost of 
Estrelas ascertained by us after a detailed cost accounting. 

(l) The statement below shows the relationship of the various items 
which are comprised in the fair selling price in the ease of standard cells. 
It also shows comparable Australian figures taken from one of the Austra¬ 
lian Tariff Board reports on the industry. 


Items 

0) 

Actuals of cost 
per 1000 
standard cells. 
(2) 

As a percent¬ 
age of total. 

(3) 

Australian figures 
comparable- with 
the percentage givon 
ill column (3) ; 

(4) 

Materials—imported 

!?s. 

77 • 26 

33-6 

20 

do. local .. 

31 -12 

13-6 

24 

Labour .. 

18-01 

7-8 

10 

Overheads ,, . ., 

. . . 79-70 

34-7 

19 

Manufacturers’ profit 

3-78 

1-6 

16 

Prejudice 

,. 20 00 

8-7 


Total 

230-25 

100-0 

100 

Retail selling price 

244 

100 



12. Imports of * dry batteries are shown in the annual statements of 
Imports. Sea-borne Trade under two separate sub-heads, 

namely, (1) “ Bakeries for flash lamps ” and (2) 
“ Batteries other sorts”. The snb-bead “Batteries for flash lamps ” 
relate-, mainly to dry batteries whereas the second ebb-head includes 
special types -of batteries used for purposes other than flash lamps. Tti 
will be seen from the statistics that most of the imports are under the 
sub-head “ Batteries for flash lamps ”, imports under the other sub-head 
being relatively small. It will also be'observed that there were practi¬ 
cally no imports of dry batteries during the war years, the requirements 
of the country being met from indigenous production. The statistics 
taken from Sea-borne Trade returns (Appendix IV) give imports in 
value and no; in unit colls. A perusal of the statements in the Annendix 
will show that, in so far 


as fla-=h lamp batteries arc concerned, U.S.A. 


the country from where the bulk of our imports 


came. 


G 


tennany 
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stood second in this matter, followed by ITong- Kong, U.K., and Japan. 
It was stated at the public; inquiry that U.S.A. would be our principal 
competitor in the next two or three year-; in regard to volume of import, 
as also landed costs as will be shown later in the report. Gennany and 
Japan are out of the picture for the purpose of trade in this commodity 
for some time and Hong Kong’s capacity for exporting cheap batteries 
as in pre-war days seems to have been seriously affected in wartime. 


13. Dry batteries and dry cells are included in item 73(2) of the 
First Schedule to the Indian Tariff Act, XXXII 

Customs duty. 

of 1934, for purposes of customs duty. The re¬ 
levant extract from the Indian Customs Tariff (Twenty-seventh Issue) 
is reproduced below :— 


Item 

No. 

! 

Name of article. 

Nature 

of 

duty 

Standard 
rate of 
duty 

Preferential rate of duty if the 
article is the produce or 
manufacture of 

The 

United 

Kingdom. 

A 

British 

Colony. 

Burma 

73(2) , 

Section XVI— 

Machinery and apparatus: 
Electrical material — 

The following Electrical 
Instruments, Apparatus 
and Appliances, namely, 
tclegraphio and telepho¬ 
ne instruments, appara¬ 
tus and appliances not 
otherwise specified, flush 
lights, carbons, condensers 
and bell apparatus, and 
switch boards designed 
for use in circuits of less 
than ten amperes and at a 
pressure not exceeding 250 
volts, also accumulators, 
batteries and electro-me- 
dioal apparatus. 

T JltU 

fs.X. 

• 

Revenue 

' 

30% ad 
valorem 

. 

j 

1 

' 

12% ad 
valorem r 


14 (a) As explained in paragraph 11 dealing with the cost of produc- 
. j tion of the Indian industry, we have selected 

. i. . prices. standard cells for purposes of comparison of 

domestic costs with foreign prices it being agreed that whatever measure 
of protection is indicated by this comparison will he suitable for the other 
types of dry cells. 
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(b) The table below gives e.i.f. prices and landed costs of 1000 standard 
cells from 1936 to 1939, indicating also the different landed costs for the 
different countries of consignment :— 


Landed costs and selling prices of 1000 standard cells in pre-war years. 


Year to 
. which 
the 
figures 
relate 

Country of origin. 

i 

C. i. f. 

price 

Indian 

port 

i 

Duty* 

1 

Clearing 
and other 
oharges 

Total 

landed 

oost 

Retail 

selling 

price 


1 

1 

Ks. A. P. i 

Rs. a. r. | 

Rs. a. r. 

Rs. A. P. 

Rs. A. P. 


1 

i 


(30%) 




1937 .. 

China 

20 13 4 

6 4 0 

0 11 0 

27 12 4 

31 4 0 




(25%) 





ru. s. a. . . 

112 8 0 

28 2 0 

2 8 0 

143 2 0 

152 8 0 

1938-39 

-1 Germany - • 

115 0 0 

28 12 0 

2 8 0 

146 4 0 

155 0 0 


[Hongkong.. 

30 0 0 

7 8 0 

2 8 0 

40 0 0 

45 0 0 




(30%) 




1939 .. 

Germany .. 

83 10 0 

25 1 0 

3 4 1 

111 15 1 

130 4 0 




(30%) 





ru- s. a . 

110 0 0 

33 0 0 

2 3 0 

145 3 0 

151 4 0 

1936-39 

-{Hongkong.. 

33 2 0 

9 15 0 

0 10 0 

43 11 0 

44 6 0 


L Germany ,. 

1)1 14 0 

33 9 O 

2 3 10 

147 10 10 

165 0 0 


•Previous to 27th May 1939, dry batteries were classified under “Blcctricallnstrnments, 
Apparatus and Appliances, not otherwise specified ”, having a standard duty of 30% and pre¬ 
ferential duty of 25% ad valorem. After this date, they were classified separately with a standard 
revenue duty of 25% ad valorem, which w as subsequently increased to 30% ad valorem from 26th 
March 1947. 


(c) The table below gives the latest e.i.f. prices and landed costs of 
1000 standard cells, as collected from customs authorities and some prin¬ 
cipal importing firms :— 


Country 


1 

| 

! 

Duty (a), 1 

! 

Clearing & 

Total 

of 

- ! 

C.I.F. ! 

30% 

other 

' landed 

origin 

1 

I 

1 

i 

ad valorem 

J oharges 

| cost 


■ 

i 

Rs. 

Rs. 

Rs. 

Rs. 


f (1) Figures supplied by Collector 

187-5 

56-25 

5-00 

248-75 


1 of Customs, Madras. 





CSA-U 

(2) Figures supplied by an im- 

198-75 

59-62 

5-96 

264-33 


l porter. 






f(l) Figures supplied by Collcc- 

160-00* 

48 

4-8 

212-8 


1 tor of Customs, Bombay. 





Hong- 






Kong 

I (2) Figures supplied by an im- j 

212-63 

63-79 

6-38 

282-80 

[ porter. 






•The Collector of Customs, Bombay, has given the e.i.f. price as Rs. 160 for 1000 standard 
cells from Iloug Kong for January 1947, but he has also stated that this price should not be re¬ 
garded as representative as it was obtained from prices of samples or no-charge items and not 
from regular invoice values. 
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(d) An analysis of the pre-war and present c.i.f. prices and landed 
costs shows that before the war Chinese batteries were very much cheaper 
than those received from the other countries, whereas the position is 
different at present. Kven if we were to take the figures supplied by 
Collector of Customs, Bombay—which he warns us not to rely on— 
the difference between the landed costs of the Chinese batteries and the 
American batteries is not much. It was agreed at the inquiry that for 
some time to come at least, U.S.A. should be treated as the principal 
competing country, and that the measure of protection required for the 
Indian industry should be based on the competition offered from U.S.A. 
rather than from Hong Kong. Wc shall, therefore, take the figure of 
Us. 248. /5 as the landed cost of 1000 standard cells for the pupose of 
determining what measure of protection would be necessary in the case 
of the Indian dry battery industry. 

(e) Estrelas produced a quotation showing the c.i.f. price of com¬ 
parable standard cells from America as Us. 16,6.4 which Would give 
a landed cost of Its. 218. Wc cannot, accept this figure as it is a quota¬ 
tion and not the actual landed cost. We also felt that Estrelas had 
under-estimated the insurance and freight charges in working out the land¬ 
ed cost. In any case as wc have linked our recommendation for protec¬ 
tion with action under section, 4(1) of the Endian Tariff Act for auto¬ 
matic adjustment of duty, a sufficient assurance to the industry has 
been provided against lower landed costs undemining its position in 
future. 

15. The industry’s requests for protection and assistance may be 
Industry’s requests lor summarised as under :— 
protection and assistance. 

(a) imposition of a protective duty of 100 per cent, on all des¬ 
criptions of dry cells and batteries ; 

(b) period of protection to be ten years in the first instance ; 

(c) remission of duty on imported basic raw materials and reduc¬ 
tion in the prices of ocher materials controlled by Government, e.ff., 
zinc ingot, ammonium chloride, and acetylene soot ; 

(d) batteries manufacturing machinery to be allowed to be im¬ 
ported duty free ; 

(e) extension of Government patronage to Indian-owned com¬ 
panies ; 

(f) encouragement of research by Government by subsidy and 
other means ; and 

(g) National Carbon should be asked to mark their Indian pro¬ 
ducts as ‘ ‘ Made in India ”. 


16. (a) We have shown in paragraph 11 that the fair selling price 
ip respect of which the Indian producer 
Measure o! prmsction should be protected is Its. 230.25 for a thousand 
14 flint fi. it standard cells. We have assumed in paragraph 

is Its 187 <?n V pric f, im P 0rts from the principal competing country 
187 '?V°y a tK y sand standard cells of comparative type.. The 
clearing and handling charges calculated at approximately 2 per cent. 

of the c.i.f. comes to Ks. 5 per thousand standard cells. The landed 



15 


cost ex duty would thus come to Rs. 192.5 for a thousand standard cells. 
The difference between the fair selling price of Rs. 230.25 and the landed 
cost ex duty of Rs'. 192.50 comes to Rs. 27.75, which represents the duty 
necessary to place the Indian producer on terms of equality with imports 
in so far as the price factor is concerned. The sum of Rs. 37.75 repre¬ 
sents 20.1 per cent, of the c.i.f. Rs. 187.50. A duty of 20 per Cent, 
will thus be sufficient just to protect the Indian producer. The present 
duty is 30 per cent, ad valorem. We are satisfied that the Indian industry 
must be protected as there is a possibility of imports coming from abroad 
to its detriment. We are told by Mr. Farrell that American capacity 
has been very considerably expanded during Wartime and is now far in 
excess of the American demand with the result that the surplus produc¬ 
tion will soon be seeking export markets. There is also the possibility of 
import of dry cells from China and the United Kingdom at competitive 
prices. The period of protection should be the period ending March 
1950, which cannot be curtailed without impairing the sense of security 
intended to be conveyed to the industry through protection. Since we 
have come to the conclusion that the industry requires to be protected 
and since we are not recommending any other form of assistance, we feel 
that the existing 30 per cent, duty should be allowed to continue and 
be converted into a protective duty to remain in force till the 31st March 
1949. In recommending the retention of the 30 per cent, duty, we are 
fully aware of the possible consequences. The fair selling price of Estrelas 
as determined by us is Rs. 230.25 per 1000 cells. _ In this fair selling 
price we have made ample allowance for all factors including that of pre¬ 
judice. The landed cost, inclusive of duty at 30 per cent, will be 
Rs. 248.75 per 1,000 cells. If Estrelas aim. at taking full advantage of 
the duty, they can increase their selling price to Rs. 248.75 and thus make 
an extra profit of Rs. 18.50 per 1,000 cells. This extra profit they will 
not be entitled to on the basis of their fair selling price including allow¬ 
ance for prejudice. Notwithstanding this temptation for Estrelas, we 
expect that they will not avail themselves of a fair selling price over and 
above what we have considered necessary as the price policy of National 
Carbon will be an effective cheek on any such tendency on the part of 
Estrelas. We have been told that, notwithstanding the existing duty 
of 30 per cent, ad valorem, National Carbon are selling their products at 
Rs. 185 per 1,000 standard cells. Mr. Farrell, the representative of 
National Carbon, told us at the inquiry that it was not the policy of his 
company to take advantage of the duty and raise the price. They are 
satisfied that their increased output and turnover are giving them ample 
profits and they do pot intend to raise their selling price beyond their 
present rice of Rs. 185. We have no reason to doubt the bona jides of 
this assurance. We, therefore, feel confident that National Carbon also 
will not take advantage of the landed cost worked out on the basis of a 
30 per cent, ad valorem duty. After the 31st March 1949, the rate of duty 
necessary to protect the industry should be determined in the light of 
cost data of Estrelas working the new automatic plant. The cost of pro¬ 
duction of Estrelas will, according to our recommendation, come for review 
early in January 1949. 

(b) If the c.i.f. price of any substantial volume of imports falls below 
Rs. 173 per thousand standard cells, the landed cost will be less than 
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Rs. 230, thereby threatening the protection recommended by ns. We 
would, therefore, recommend that, should the c.i.f. price of any substan¬ 
tial volume of imports from any country fall below Rs. 173 for thousand 
standard cells during the period ending March 1949 the duty should be 
revised under Section 4(1) of the Indian Tariff Act so as to raise the 
total landed cost to Rs. 230 per thousand standard cells in order to main¬ 
tain the measure of protection intended by us. 


(c) We have recommended a higher rate of duty than is warranted 
by the minimum needs of the indust rj’ because we felt that in the initial 
period the indigenous industx*y must be allowed a certain amount of cushion 
for adjustment of prices in relation to landed costs. We must, however, 
emphasise that the industry must reduce its costs and lower its prices, 
so that, taking advantage of the cushion provided, it ingratiates itself 
in the favour of the consuming public and wears down the prejudice against 
which it has to contend. We are glad to observe that the industry is 
alive to this requirement as also to the desirability of standing on its own 
legs at the end of the period of protection now recommended and that it 
will not under the shelter of protection either inflate its prices or relax 
in experiment and research as also in the drive to replace imported with 
indigenous raw materials. 

17. (a) We have disposed of requests (a) and (b) referred to in 
f , • paragraph 15 of our report. The third request 

anc» to the a industry 3 ' 5 reTnission of duty on certain raw materials 
V ‘ “ which are at present imported. We are nut 
in favour of this suggestion for various reasons. Firstly, we arc not satis¬ 
fied that the import of most of the raw materials, which are at present 
imported is altogether unavoidable. 

Secondly, research has shown that some of these raw materials, e.g., 
manganese dioxide and graphite, can be made available in the country, 
and can be used after a certain amount of processing. We do not also 
see why it should not be possible to manufacture chemicals like zinc 
chloride and ammonium chloride in the country. In fact, calcium chloride 
is made in the country as also a certain amount of zinc chloride. Thirdly, 
any concession in the matter of rebate of duty on raw materials will have 
to be extended to National Cqrbon also, who are not in need of this con¬ 
cession and to whom the grant of concession would only serve to inflate 
their profits. Lastly, when the overall cost of dry batteries is more 
than; covered by the existing duty of 30 per cent, .which we propose to 
continue, there is no reason why. the duty on raw materials should be 
waived, and an attempt made to reduce the indigenous costs, particularly 
When the raw materials are such as are used not only by this industry but 
by a number of other industries. We explained these reasons to the pro¬ 
ducers, .and they agreed not to press their request for rebate in customs 
duty on the imported raw materials. 


(b) The industry requests that battery manufacturing machinery, 
which is not at present manufactured in the country, should be allowed 
to be imported free of customs duty. This request is in conformity 
with the principle which the Board has followed in almost all other cases 



17 


previously. Actually, there is not much manufacturing machinery -which 
is likely to be imported in the near future, but whatever is imported 
should not be required to bear customs duty. We recommend that the 
customs dutv, which is at present 10 per cent, on battery manufacturing 
machinery should be refunded in respect of machinery to be imported 
hereafter. 

(c) Estrelas request that purchases on behalf of Government and 
quasi-Government institutions shoidd be made only from Indian-owned 
concerns in India. Such a request involves discrimination against another 
producer in India, a producer who was assisted by Government in setting 
up a completely new plant in wartime to help in the procurement of 
Defence Service requirements. It would be improper to discriminate 
against such a firm notwithstanding the fact that the firm is at present 
cent, per cent, foreign-owned. We, however, see the force of this request 
on the part of the Indian producers and hope that the same will not be 
lost on the management of National Carbon, who should take early steps 
to satisfy Indian opinion on the point. We had some discussion on this 
subject with Mr. Farrell of National Carbon, and he gave us to under¬ 
stand that his Company has considered and is still considering a sugges¬ 
tion to throw open a part of their share capital to investors in India, to 
have Indian Directors on the Board and to train up Indian technical 
personnel so that in course of time the factory in India is managed by 
Indians although the control, may, especially in technical matters, vest 
in National Carbon. In this matter, National Carbon are thinking on 
right lines, and all that we need say is that the consideration of the sug¬ 
gestion should he expedited and that final action on the part of the Com¬ 
pany should be in step with the latest political and economic develop¬ 
ments in India. 

(d) The industry rightly stressed the necessity for continuance of 
research and its expansion. In this connection, we found that the research 
carried out by the Council of Scientific and Industrial Research had not 
received the response and eo-operation from the Indian producers which 
it deserved. The Council’s predecessor published a bulletin on dry cell 
manufacture in 1939, but Mr. Farrell was unaware of it ! Estrelas have 
purchased patent rights for the processing of manganese dioxide and pro¬ 
duction of carbon rods, but very little progress has been, made in actually 
utilizing the results of research. On the other hand, we found that the 
Council of Scientific and Industrial Research was not taking advantage 
of the possibility of testing the results of research on a commercial scale 
with the co-operation of National Carbon. We thus noticed a lack of 
co-ordination between research on the one hand and commercial produc¬ 
tion on the other. With a view to avoiding such contingencies in future, 
it was suggested that; battery manufacturers in India should form them¬ 
selves into an Association, which would be able to maintain liaison with 
the Council of Scientific and Industrial Research in a much more effective 
manner and with results satisfactory to all concerned. "We commend this 
suggestion to the Indian producers, including National Carbon, who as 
the major producer should take a lead in the matter and do everything 
possible to promote common interests without being involved in the'neces- 
sity of divulging the results of individual research or trade secrets. Some 
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of the functions -which may he carried out by the Association should in¬ 
clude (1) distribution of published technical information to the members, 
(2) sponsoring all research -work of common interest, especially on raw 
materials, and (3) maintenance of a special section either in the Council 
of Scientific and Industrial Research or in the National Chemical Labo¬ 
ratory, when it is established to carry on research work on the dry cell 
industry. 


(e) The Indian producers pointed out that while their products were 
being labelled ‘ Made in India ’, National Carbon’s products made in 
Calcu+ta were not labelled so as + o show that they too were made in 
India. As a result, ignorant customers assumed that the Evereadv cells 

l.y p* Polonff J - * rviOflf* jit A TT5 *~\-*'i* f nwafl 

them to other cells like EsGeln made in India. Tt, was, therefore, sug¬ 
gested that National Carbon should he asked to see that their labels clearly 
show’ed that their Evereadv calls were made in Tndia. Mr. Farrell on 
behalf of National Carbon argued t,ha + whether their cells bore the label 
* Made in Tndia ’ or not, they wonld find equally ready market, because 
the public knew that the Evereadv cell was a qualify product. He had 
no particular objection to printing ‘ Made in Tndia ’ on his cells, but point¬ 
ed out that this would cause him inconvenience as some of bis cells were 
intended for fexuort, to other countries, where they are interchangeable 
wbh goods supplied by some other National Carbon factories in the ad¬ 
joining countries. He also argued that when there was no law requiring 
such printing on Indian products, there was no reason why National Car¬ 
bon should be singled out for differential treatment. We are not aware 
of + he reasons whv there is no provision in the country requiring pro¬ 
ducts made locally to be marked 4 Made in Tndia hut we see some force 
in the contention of the Indian producers that the absence of a label to 
the effect that the Eveready cell is made in India may give the impres¬ 
sion that, it. is made in America and mav in lhat way give an advantage 
to the National Carbon Company’s product., though ultimately it is the 
quality that must tell. We make no definite recommendation in this be¬ 
half. but bring this fact to the notice of Government with a view to exami¬ 
nation of the complaint in the appropriate Department. 


18. Import of dry cells and batteries is at present controlled bv the 
Central Government. Licences for import are 
mpo con ro. given only to the extent the imports may be 

necessary to relieve the shortage in the country. Now that we have re¬ 
commended that the industry should he protected by means of a suitable 
protective duty, thereby reducing the possibility of the Indian producer 
Prom being under-sold by imports, there should be no need to continue 
import control. We, therefore, recommend that, with effect from the 
turn action is taken on our recommendations for the protection of the 
dry battery industry, import control on this commodity should be lifted, 
unless it is found that its continuance is necessary for other reasons, 
such as conservation of foreign exchange. The industry would like im¬ 


port. control to continue as a form of assistance to the industry, but appre¬ 
ciated that this could not be justified after the imposition of protective 
duties and when provision has been made to raise the duty in the event 
of a fall in Ihe c.i.f. price so a« to maintain the measure of protection. 
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19, (a) Both the conditions prescribed for eligibility of an industry 
for protection are fulfilled in the present ease. 

Eligibility for protection j> ven a ff er leaving aside the National Carbon 

Company, which is the biggest producer of dry batteries in India, it can 
be said that the industry is run on sound business lines. Estrelas, who 
are the applicants in the case, have been in this line for a number of 
years and did very valuable work in wartime. They have set up a new 
factory with the encouragement of Government where up-to-date and 
automatic machinery imported from TT.S.A. has been installed with 
capacity for a large oulput. Installation of new machinery with a view 
to minimising manual labour and improving the quality of the product 
is going on. The firm lias secured the services of an American produc¬ 
tion engineer and a British chemist on contract basis. As for the second 
condition, i.e., the industry must enjoy natural advantages in regard to 
raw materials, markets, and eventual costs, it may be said that the industry 
is favourably situated in respect of both markets and cost of production. 
There is a large internal market to which the industry can cater and there 
is scope for export, to the adjoining countries. With a rise in the standard 
of living, the home demand for torch cells is bound to increase, thus en¬ 
suring stability to the Indian industry. The fact that duripg the war 
a completely new plant had to he set up to supply the requirements of 
Government speaks of its importance in national economy. It is true 
that at present many of the raw materials have to he imported ; but, as 
stated in the paragraph dealing with raw materials, this difficulty is 
likely to be gradually overcome with further development in research and 
experiments on the Indian materials. A beginning has already been 
made with manganese dioxide, an important raw material, as may he 
seen from the experience of Baroda Batteries. We. therefore, come 
to the conclusion that the industry has established its eligibility for pro¬ 
tection. 

(b) One of the points urged against the eligibility of Estrelas for 
protection' was that the firm was using the shortage in dry cells to push 
forward the sale of its imported flash lights and some documents were 
produced in support of this contention. Estrelas explained that some 
complaints of this nature were received against their sole ageDts in Bombay 
province and that thev had warned their agents not to indulge in such 
practice in future. They, however, did not consider this behaviour of 
their agent as sufficienl to justify withdrawal of the agency from him- 
We were not impressed by the argument of Estrelas that the import and 
sale of flash lights by them was necessary to reduce their overhead expen¬ 
diture, particularly when this activity was likely to lead them into a mal¬ 
practice as mentioned in the written memoranda as well as in the oral 
evidence of a number of importers and consumers. A firm which comes 
for protection at the cost of (he public must do so with absolutely clean 
hands and must not give any occasion for others to say that the protec¬ 
tion, if granted, would he abused. We have reason to believe that Estrelas 
have realised this position and hope that they will take every possible action 
to safeguard themselves from being a target of a similar charge in future. 
We do not regard this complaint as sufficient to warrant rejection of the 
claim to protection when U is justified on other grounds. 

LS219CD 
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20. One special feature of this industry to which we must draw the 
Special feature of the at ention of Government is that, of the two prin- 
industry. cipul factories, one—and it is the major one—is 

an entirely foreign concern and is further a branch of the world-wide 
combine of the National Carbon Co. which lias factories for the production 
of dry cells and dry batteries in many parts of the world, such as, Australia, 
South Africa, Indonesia, etc. The Indian branch, which is situated at 
Calcutta, has the advantage not only of the resources of the parent com¬ 
pany but also of the technical skill and experience gathered by the parent 
company for over a hundred years. Naturally, the cost of production at 
the National Carbon Company’s factory in Calcutta is lower than that of 
the other battery producers in India ; and that is why that firm said that 
it was not interested in the application for protection and that, in fact, 
no protection was needed for the Indian industry. The National Carbon 
Company refused to allow us to cost their factory, but later gave us 
information including their cost of production. This co-operation from 
National Carbon came at a rather late stage of the case when it was not 


possible to take full advantage of it. We must sav in fairness to Mr. 
Parrel that when he appeared at the public inquiry in response to our 
special request, he was all out willi help and information and that his par¬ 
ticipation in the public inquiry \v;us of great use to the Board. Ordinarily 
in determining the measure of protection necessary to safeguard the Indian 
industry, we take the lowest cost of production of a manufacturer of 
good or even average efficiency, ignoring both the high cost of smaller 
manufacturers and the unduly low cost of the biggest manufacturer 
enjoying certain special advantages which are denied to others. If we 
had before us the comparative detailed figures of cost of production of 
both National Carbon and Bstrclas, we would have seen where economy 
could he practised by Estrelas and what should be the lowest cost of 
production, the idea underlying protection being, firstly, to protect the 
efficient rather than the inefficient, and, secondly, to protect the Indian 
industry against external competition rather than internal competition. 
National Carbon did not place all their cards on the table, 
and we had therefore no option but to he guided by the 
cost of production of Estrelas as worked out by our Cost Accounts 
Officer and modified in the discussion at the public inquiry. It is mevi- 
■ table that the benefit of such protection as may be given on the basis 
of cost of production of Estrelas will go to National Carbon with their 
admittedly lower costs of production, bu f that is a consequence which 
could not be helped, in spite of the fact that National Carbon, though 
having a factory in India, are wholly a non-Indian concern. If we were 
merely to he guided by the bald statement of Nati.oual Carbon that their 
costs of production are lower than the foreign prices and that they do 
not need any protection for their Indian enterprise, we would have been 
unfair to Estrelas and done a disservice to an Indian enterprise for no 
fault of its own. Wc have made a special mention of this feature of the 
case as we have departed from our usual practice in taking the cost of 
production of rot the biggest or the most efficient producer but of the 
second best, „ nc l have ignored the contention of the biggest producer that 
there is no reason why Indian costs should be highe"' than the foreign 
price*. We have said in two of our recent report*, on electric motor* and 
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machine tools, that the work oil the Board is handicapped for want of 
powers enabling it to compel unwilling witnesses to furnish information 
essential to a proper understanding of :l:e issues involved in a tariff in¬ 
vestigation, and this is the third case of its kind leading to the same con¬ 
clusion. \Ve, therefore, suggest that Government should seriously con¬ 
sider as to how this handicap of the Tariff Board can best be removed. 


21. As we have recommended grant of protection to the dry battery 
industry for a period of three years, it is neces- 
Burden of fro ec ion. sar y t 0 examine whether the burden of protection 
will be such as could be borne by the consumers without any untoward 
consequences. In the first place, although wo have recommended, imposi¬ 
tion of a protective duty, we have not suggested an increase in the rate 
of duty and there is, therefore, no increase in the burden on the consumers 
of dry batteries. Secondly, by far the greater percentage of dry batteries 
are not used as an industrial store, 'and, therefore, an increase in the 
prices of dry batteries as a result of protection, which, however, is not 
likely to happen in this case, cannot be said to be open to objection as 
it might be if the batteries were used as a raw or semi-raw material in 
the production of another commodity. The generality of opinion among 
the consumers who were consulted jn regard to the desirability of grant 
of protection to the industry was that the increased burden, if any, would 
be accepted by them ungrudgingly in the hope of (a) building up this 
industry, (b) becoming self-sufficient in the matter of supplies of this 
commodity, and (c) deriving the benefit of lower prices in due course. 
The Chicago Telephone and Radio Company Ltd., Bombay, has stated 
that the new industry should be granted protection by way of an increase 
in the existing duties, and that such an increase in duty will not affect 
it industrially as it does not use batteries in any manufacturing pro¬ 
cesses. The same opinion is expressed by the Association of Indian 
Industries, Bombay, and by a number of other consumers, to whom our 
questionnaire in I ended for consumer's was issued, and who cared to send 
us their replies. The panels for the heavy chemical and electro-chemical 
industries constituted by the Planning and Development Department of 
the Government of India considered the case of the dry cells industry 
and said that in order to safeguard its future, it should be granted pro¬ 
tection against foreign competition. 

22. The Australian dry battery industry dates from 1901 and has 
Protection oi the indue b(?en P ro!ected b >' raeans of h % b duties - 


try in Australia. 


There were three tariff enquiries for this indus¬ 
try in 1.930, 1933 and 1934. For some time, the 
duty levied was a specific one, the ad valorem equivalent of which varied 
from 76 per cent, to 250 per cent, on certain popular types of cells and 
batteries. The duty now in force is, British preferential per lb. 2 d. or ad 
valorem 25 per cent, and general 5f d. or 48| per cent. Moreover, the 
Australian industry has the support of one of the leading manufacturers 
of dry batteries in the world, viz., the National Carbon . Company oi 
U.S.A. Compared with the tariff protection in Australia, our recom¬ 
mendation for a protective duty of 30 per cent, ad valorem must be re¬ 
garded moderate, the credit for which should go to the Indian industry 
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which has made such good progress during the short period of its exist- 
ence, and which hopes to be able to dispense with even this protection 
by the end of March 1950. 

23. Our conclusions and recommendations are summarised aa 
Summary of conclusions under : 
and recommondalxons. 

(1) The dry battery industry was first established in the country in 
1926, and the two main producers today are the National Carbon Co, Ltd., 
Calcutta, and the Esfrela Batteries Ltd., Bombay. The magnitude of 
the industry can be judged from the capital employed, viz., Its. 88 lakhs 
approximately, the value of production per year amounting to approximate¬ 
ly 180 lakhs, and the employment of 2,560 workers. (Paragraph 4). 

(2) A dry cell comprises mainly three components in the manufacture 
of which both indigenous and imported raw materials are employed. The 
percentage of value of indigenous and imported raw materials works out 
roughly as 22 per cent, and 78 per cent., respectively. (Paragraph 6). 

(3) The total prewar Indian demand was about 40 million cells per 
annum ; the future demand is estimated at 150 million cells per year, 
valued at about R. 250 lakhs, by the end of 1950. (Paragraph 8). 

(4) The total prewar domestic capacity was about 18 million cells 
per year. It is at present. 132 million cells and is expected to rise to 142 
million cells by the end of 1947, and to 185 million cells by the end of 
1948 (Paragraph 9). 

(5) The qualify of the indigenous product is on the whole as good 
as that of the imported cells (Paragraph 10). 

(6) The fair selling price of 1,000 standard cells, for the purpose 
of determining the measure of protection is estimated at Rs. 230.25. 
(Paragraph 11(f).). 

(7) U.S. A. is considered to be our principal competing country 
in this trade (Paragraph 12). 

(8) The present average e.i.f. price of 1,000 standard cells comes 
to Rs. 187.50 and the landed cost to Rs. 248.75 (Paragraph 14 (c)). 

(9) The industry should be protected for the period ending March 
1950. The existing 30 per cent, ad valorem revenue duty should be con¬ 
verted to an equivalent ad valorem protective duty valid upto end of 
March 1949. The cost of Estrelas should be reviewed early in 1949 
to determine what, the rate of duty should be for the remainder of the 
period of protection, i.e., for 1949-1950. We expect that neither Estrelas 
nor National Carbon will take advantage of the 30 per cent, protective 
duty and raise their prices (Paragraph 16(a)). 

(10) In the event of the e.i.f. price falling below Rs. 173 per 1,000 
standard cells, the duty should be reviewed under Section 4(1) of the 
Indian Tariff Act so as to raise the total landed cost to Rs. 230 in order 
to maintain the measure of protection (Paragraph 16(b)). 

(11) We did not find any special grounds for remission of duty on 
certain; raw materials which are at present, imported in this case. (Para¬ 
graph 17(a)). 
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(12) The customs duty, which is at present 10 per cent., on batterjt 
manufacturing machinery paid in respect of such imports hereafter 
should be refunded (Paragraph 17(b)). 

(13) The dry battery producers should form an Association with a 
view to joint encouragement of research in this industry. There should 
be better liaison between the industry and the Council of Scientific and 
Industrial Research (Paragraph 17(d)). 

(14} Government should examine the industry's request that National 
Carbon should be asked to print ‘ Made in India ’ on the labels of their 
Calcutta factory products sold in India (Paragraph 17 (e)). 

(15) All import control on this commodity should be lifted, unless 
its retention is considered necessary for, other reasons, such as, conserva¬ 
tion of foreign exchange (Paragraph 18). 

(16) The industry has established its eligibility for protection. (Para¬ 
graph 19). 

24. The Board wishes to express its thanks to Dr. P. K. Kapre of 
Acknowledgments. the Departemnt of Industries and Supplies, Mir. 

G. D. Joglekar of the Council of Scientific and Industrial Research, and 
Mr. M. Ahmadullah, Secretary, Mr. Raghava Rao, Cost Accounts Officer, 
dnd Mr. Sunawala, Technical Adviser attached to the Board, for their 
help and co-operation in the investigation. 


SHANMUKIIAM CHETTY, President. 

C. C. DESAI, Member. 
NAZIR AHMIAD, Member. 

AHMADULIjAH, Secretary. 

OOTACAMWD, 

Dated the 16 th June 1947. 



24 


APPENDIX I. ( vide paragraph 3). 

List of firms, associations and persons to whom detailed questionnaires were 
issued and who replied to the questionnaires. (Those who replied to our 
questionaire are marked with asterisks.) 

Producers. 

*1. Estrela Batteries Limited, Yusuf Building,' Churchgate Street, Bom¬ 
bay. 

“ 2. The Baroda Batteries Limited, Goya Gate, Baroda. 

3. Ameo Limited, Chowpatty, Bombay. 

4. The Standard Batteries, Limited, Vakola, Santaeruz. Bombay. 

5. Jamcstone Engineering Co. Ltd., Fuller Road, Bombay. 

6. National Carbon Co. (India) Ltd., 28, Pollock Street, Calcutta. 

7. Kaycee Industries limited, The Mall, Lahore. 

Importers. 

1. Bombay Stove and Hardware Depot, T. G. Shah .Building, Pydhoni, 
Bombay. 

*2. Messrs. Kasamali Co., Bunder Street, Madras. 

*3. Messrs. Dodge & Seymour (India) Ltd., Laxmi Building, Ballard 
Road, Bombay. 

*4. Imperial Electric Mart, Sadar, Delhi. 

*5. Chicago Telephone & Radio Co. Ltd., 127, Mahtama Gandhi Road, 
Fort, Bombay. 

*6. Messrs. Jivraj & Sons, Vithal Sayana Building, Lohar Chawl, Bom¬ 
bay. 

*7. Messrs. Sarabhai & Co., Western India House, Sir Pberozshah Mehta 
Road, Bombay. 

*8. Karachi Flashlight Dealers’ Association, Marriot Road, Karachi. 

9. Tire Royal Electric Co., 193, Princess Street, Bombay. 

10. Bhailal G. Patel, 188|189, China Bazar Street, Calcutta. 

Consumers. 

*1. Chicago Telephone & Radio Co. Ltd., 127, Mahatama Gandhi Road, 
Fort, Bombay. 

*2. Eastern Lights Co., 78, Lohar Chawl, Bombay 2. 

*3. The Royal Electric Co., 193, Princess Street, Bombay. 

4. Messrs. Turner Morrison & Co., Ltd,, Id, Bank Street, Bombay. 

5. The Gujerat Battery, Auto Electric Service, Ahmedabad. 

Associations and Others. 

1. Association of Indian Industries, Industrial Building, Churchgate 

Station, Bombay. 

2. All Chambers of Commerce. 

3. All Provincial Directors of Industries. 
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APPENDIX II —{vide paragraph 3). 

List of persons who attended the public hearing on the 9th and 10 th June 1947. 

Producers. 

Mr. R. V. Farrell. Representing National Carbon Co. (India), Ltd., 28, 
Pollock Street, Calcutta. 

Mr. H. N. Doshi, Representing Estrela Batteries Ltd., Yusuf Building, 
Churehgate Street, Bombay. 

Mr. A. Bose, Representing Amco Ltd., Meher Bldg., Chowpatty, Bombay. 

Importers. 

Mr. Manilal Shah, Representing Bombay Stove <& jlardwar* Depot, 
Pydhonie, Bombay 3. 

Seth Kasamali, Representing Kasamuli Company, Bunder Street, Madras. 

Mr. Jivra.j A. Sanghavi, Representing Jivraj & Sons Vithal Sayana 
Building, Lobar Chaw!, Bombay. 

Officials. 

Dr. P. K. Kapre, Deputy Development Officer (General & Electrical) 
Directorate-General of Industries & Supplies, New Delhi. 

Mr. G. D. Joglekar, Research Officer. Council oi' Scientific,& Industrial 
Research, New Delhi. 

Associations. 

Dr. L. C. Jariwala, (came on 13-6-1047) Association of Indian Industries, 
Bombay. 






Total value of Import* 








APPENDIX IV(b)— (vide paragraph 12). 

Statement showing the value of imports of Batteries (other sorts) by sea into 
British India from principal countries of consignment since 1937-38. 
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